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Hypro-Evectric Inquiry ComMISssION | 
Copy FOR ENCLOSURE TO 


fo His Honour Henry Cockshutt, 


Lieutenant~Governor of the Province of Ontario. 


May it Please Your Honour:- 

In pursuance of the directions contained in your 
commission to us to inquire into and report upen any power 
developments undertaken by the Hydro-Blectris Power Commis~- 
sion of Ontario, (hereinafter called "the Gommission"), we 
have inquired into the power development of the Commission 
known as the “Bugenia System" and respectfully submit our 
report thereon. Ai eport we present the reports of 
eur Jousulting en ed Ie Walter Jd. Francis, on the 
Engineering Beonomics of the #ugenia System, and of our 
Auditors, Messrs. Price, Waterhouse & Co., on the secounts 


of the system. 


District served by” agents Syst on" 


Mr. Prancis has prepared a. map gerund the leacation 
of the qumeresisg pgs AR ow transformer stations and trans~ 
mission ‘Tines of the dugedia, Severn, Wasdel i's and Naskoka 
Syatene. Upon this map, a oony of which prefaces this report, 
the part of the Province sarved by Bugenia ayeten igs outlined 
is ved. It sonsiste of nereiens of the counties of Grey, 
Dufferin. and ion and extends salen and south eee 50 miles, 


and east and west 75 mi Led. 
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Historical dketoh 

roby By Order-in-Council dated November 6th, 1913, 

the Commission was authorized, pursuant to the provisions 
of the Power Commission Act, to develop the water power 
known as Eugenia Falls, to purchase the works, assets, real 
property and rights of the Georgian Bay Power Cowpany at 
Eugenia Falls; to purchase such riparian rights as might 

be found nesessary in the Coumissionts Opinion for the com~ 
plete ultimate development of the site; to purchase material 
and equipment for the construction of a plant at Bugenia 
Falls, and to mere - vial and equipment for trans- 
mission lines and transformer stations in the district. 

In accordance with this Order-in-Council, the 
Commission purchased on May Sth, 1914, from the Georgian 
Bay Power Company, Limited, for a consideration of $60,000, 
all the lands and water power privileges owned by that 
company in the vicinity of Bugenia Falls. 

Concurrently the Commission purchased approxi- 
mately 1525 acres of land, and in addition thereto, 175 
acres of land were expropriated. On the properties so 
adquired the Commission constructed a reinforced concrete 
dam and an earth filled storage dam and flooded practically 
the whole area. 

The Gugenia Falle generating station was constructed 


on the properties so acquired and was put into operation on 
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(3) 


Hovember 18th, 1915. It hed a rating of 3,200 horsepower 
according to the Hydro~Electric Power Commission practice. 

On Pebruary 10th, 1916, the Commission entered 
into an agreement with the Pine Kiver Light and Power 
Gompany for the pureed of the Orangeville-Shel burne-Horning's 
Mills System, the consideration being $43,570.00. 

In the letter part of 1916, the Commission con- 
structed a tie line of about 24 miles in length from the 
Bugenia Falle generating station to Collingwood distributing 
station on the Severn System, thue allowing of the inter- 
change of power amongst the Hugenia, the Severn and the 
Wasdell*s Systems. 

The demand tor powrdx{ ob hain to inerease and in 
1917 the Commission added a further generating unit, thus 
doubling the capacity of the original plant. This additional 
3,200 horsepower was placed in service February 29th, 1920. 

There eee @ontinuous growth of the system 
since it was put in eperation. At first six municipalities 
were supplied, vig: Chatsworth, Dundalk, Durham, Flesherton, 
Mount Forest and Gwen Sound, but during the period from 1915 
to 1920 eleven municipalities were added to the system, namely, 
Arthur, Ghesley, Blmwoed, Grand Valley, Hanover, Holstein, 
WaP?idale, Neustadt, Orangeville, Shelburne and Tara. In 1921 
siz more municipalities were added, vis: Kincardine, Lucknow, 


Priceville, Ripley, Teeswater and Wingham. 
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a os she 15th uay » 1922, the Suede te Ryaro- 
titvecte ts dosdéintion. consisting of representatives from 
the various wit foi pal thse8 served, was formed for the pur- 
pose of covie Res Dieeweticnt tou and adjustment of any 
eomplaints by the municipalities and for giving general 
expression to the collective views of the municipalities. 
At OQetober Gist, 1922, the joked Was serving 
twenty-three manicipalities and sundry customers at 
Hornine’s Mills. 
‘fhe combined population of the municipalities 


served by the ‘Gr on October Slet, 1921, was 
about 40,000. TH Patio of consumers to population is 
22 per cent. of the population of these municipalities. 


The power ioad of the system inereased from 1,598 horse- 


power in 1916 to 5,520 horsepower in 1921. 


Pufel hisses ve pi ee 
iz spect of the Syste 


On October Slst, 1921, the total investment on 


account of the Eugenia System was $2 048,663.00, as follows; 


Power Development «$990,458.00 


Yood Pole Lines Win ua 815,629.00 

Transforming & | 
Distributing Stations 240,501.00 

Rural Lines _ 2.095400 


$2,048,665.00 
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ov Phe, investment in Power Development, $990,438.00, 


is comprised approximately of the foliowing itema: 


Land & Water Rights ..  . $127,200.00 
Dams & Water Structures 439,700.00 
Pewer House 144,700.00 
Equipment , “_ £78 ,400.00 

| , $990,000.00 


_ No amount for “Intangibles” is included in the 
above. — ri 
--@he fractional capital cost per rated plant horse- 


power developed for the years 1915 to 1921, inelusive, is 


shown in the following table: . 


1917 1918 1919 1920 1921 


Power Develop- 


ment $187.40 $205.00 $205.70 $262.52 $299.00 $153.01 254. 7( 
Transmission ; b 

Lines 76.00 139.20 167.00 161.92 170.00 113.71 127.5( 
Transforming & | ER . e 3 ! | 

Distributing 
Stations ivi eBO » ¢ 16260 S6220 . 44670 60.49 82.31 37.6( 
Raral Lines ca nae ang 249 «53 26 Pe $ | 


fot a1 $268.60 $358.80 $598.90 $469.63 520.02 $299.29 $320.1! 


mf The large rise in the unit costs in 1916 and 1929 is 
€ue. to large capital expenditures being made in those years from 
which no additional power Was made available antil 1920, when 
the new unit at Eugenia Falls came into service with a consequent 


drop in the unit costs. 
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Zotal Revenues 
The following table gives the Commission's 
revenues of the system in the years 1916 to 1921, inclusive; 


mies 


1916 421927. 1918. 1919 1920 1921 


Power sold to ia . PKS ‘ ; 

Municipalities | $ 68,760 $93,517 $160,198 $221,835 
Power sold to 

Sundry Customers | 15,0846 20,878 6,149 4,069 
Power sold to 

Severn System Sere $4,541 26,961 / £86 6,418 

$36,670 $113,170 $117,147 $141,156 $166,785 $232,320 

29 . Gost OW eH 


| The cost of power, subdivided under Various headings, 
for the years 1916 to 1921, inelasive, as shown by the accounts 
ef the Commission and without taking inhi cousideration the 
retresetive reduction on renewal reserve hereinafter mentioned, 


appears in the following table: 


1916 1917 1918 1919 1920 1921 

Opersting Costs - ~ $ 6,909 $11,279 $15,150 $16,824 
Maintenance “ - 16,405 14,8353 13,809 26,974 
Overhead and sll | 

General Ex~ 

penses $14,684 $26,478 12,286 24,092 35,221 41,801 
Interest 34,206 55,762 59,795 69,366 76,585 88,087 
Renewals - 31,935 26,121 28,746 29,972 44,302 
Sinking Pund - -~ - ~ - 13,157 
Contingencies 202. 1,08 7 


$48,790 $115,17% $112 ,5579159,4% $169,876 $232,520 
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"Operating Costs’ in the foregoing table include 
the wages of power house operators, linemen, station at~ 
tendants, etc., power purchased from other sources, supplies 
and all miscellaneous items grouped under this heading. 

‘Maintenance’ is a grouping into one item of all 
eharges for labor and materials in the books of the Commis- 
sion against the individual eo | of the plant, stations, 
lines and distributing stations. 

‘Overhead and General “xpenses* - Under this 
heading are included the system’s proportion of head office 
Salaries, field office salaries, executive expenses, automobile 
expenses, printin ) at nery stores operations, taxes, 
insurance, rents, legal expenses, etc., as apportioned by the 
THREES SAM. | 

The Shane "Interest and ‘Renewals', ‘Sinking Fund’, 
and Hiorveidage>,-niesytanaedl are siecnal ar sder taal wie a 

& comparison of the foregoing tables ef Total 
Revenues and Total Costs will: show that in 1918, 1919 and 
1920 ‘there were small differences between the total revenues 
and the total costs of power, there being a surplus of 
$4,610.00 in 1918 and of $1,752.00 in 1919 and a deficit of 
$3,093.00 in 1920. In order that the total revenue and 
total costs of power might balance in each year, these items 


were transferred to Contingency Reserve Account. 
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he reduction of the renewal reaeres made in 
Decenter, 1922, hereinafter referred to, of course, reduces 
the total cost of power from the inception of the system. 
A portion of the reduction has been credited to contingencies 
reserve and the balance applied as a arveatt to the munici- 
palitios } ssa ia ‘ number of cases cancels the amounts owed 


by them to the Commission at October Slist, 1921. 


The following table, showing the detailed costs 
per horsepower at PY... in whet respect and to 


what extent the o costs and fixed charges have in- 


ereased: 
1918 1919 1920 1921 

Operating Costs $1044 $ 2.59 § 3.92 § 3.58 
Maintenance 4.02 Sel] 4212 5.74 
Overhead & General Expenses 3.01 8.54 10.50 8.90 
Interest .. 12.41 13.65 22.91 18.75 
Renewals 6438 6.61 8.93 9.43 
Sinking FPand 2 “ ~ - 2-80 
Conténgencies | . #2. 25 228 tf] 


Total Gost per Horsepower 
Bille@ .... $ 27.51 $32.05 $60.63 $49.45 


The amounts shown above for Renewals’ are subject 
to reduction because of the change made by the Commission in 
the renewal vale’ &s be Feteenative from December 20th, 1922. 
This has the effect of slightly reducing the total costs 


shown above. 
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The balance in the reserve for renewals in 
respect of properties of the Gugenia System amounted at Cstober 


Slst, 1921, to $161,850.21, a brief analysis of which follows: 


Nee 


Period Provision = “ag ag Together 
Year ending Ost. Sl, z | 
1916 g14,syo.er A $14,570.87 
1917 23,043.56 § 582.92 23,626.58 
1918 26,121.05 1,627.89 27,648.94 
1919 28,746.24 2,633.71 51,379.95 
1920 29,972.45 3,989.03 33,861.48 
1921 44,501.87 5,243.45 49.545. 56 


$166,756.04 $13,876.94 $180,632.98 


Add ~ 
Additional rosekvs fas on | 
second-hand equipment purchased § 4,084.02 
Reserve applicable to equipment 


transferred from other systems 2,506.57 
§& 6,890.59 
Interest on above items 745.79 7.656.358 
$186,269.36 
Dedust ~ 
Cost of overhauling and rebuilding 
turbines $ 3,333.60 
Accruals on transformer shipped 
to Walkerton 1,162.60 
Accruals on ¢ross-srmas, braces, 
ete., removed 1,279.92 
Sundry charges | Bea, 


Interest epplicable to above 
charges 215.1) 6,439.15 


Balance as per books, 


_at Ogtober 31, 1921 $161,850.21 
pevrarsnes sortcmarcenrmbinneennerrw ose or 
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Additions to the reserve for renewals were 
provided by the inclusion in the cost of power of an annual 
charge of 2.75% of that portion of the capital investment 
applicable to those properties of the system for which, in 
the opinion of the Engineers of the Commission, provision 
for depreciation was necessary, together with interest at 
the rate of 4 per cent. per annum on balances in the reserve 
account. 

in December, 1922, the Commission decided to re~ 
Popes the depreciation rate for this geen to l. 264 and to 
make this sige 091 0) |e of first operation. 

The revision was made by the Commission, and 
Yesars. Ohavxecs, Gerdon & Dilworth, the Government Auditors 
ef the Commiasion's accounts, state that it has vat eek in 
reducing the renewal reserve by approximately $68,000.00, 
of which $64, 000.00 has been eretited to the municipalities 
and ¥14, 000,00 to reserve for contingencies. As before 
indicated this reduction has the effect of decreasing the 
cost of power for onan year in which ereviasos vas made 
for euch reserve te all munietpal ities supplied with power 
by oe ihnerorighaiadaiades ‘@uring such year, and pro tanto relieves 
of Liability tor unpaid balanees those MERA GAPS AEE SOS which 
hewe not paid te the Commission the full gran of the power 
bills rendered then, gives credit balances to those that 


have, and if other unit costes do not inerease, will redace 
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the future annual price of power in all municipalities in 
the system. | 

Pek OF AA, Buy Consulting Engineer has reported that 
the reserve for renewals as at October Slat, 1921, was some- 
what larger than was necessary, the amount of the reduction 
‘made by the Commission ih December, 1922, has not as yet deen 
reported upon by him, and the general subject of reserve 
for renewals for all systems will be further dealt with in 


‘our General Report. 


) , The amount to the eredit of sinking fund on October 
Sist, (is2l, sasha Quits enia System #15, 156. 54, and for 
Bugenia Rural Lines $144.71. 

fhe Power Commission Act requires manicipal corpora- 
tions to pay to the Commission “an annual sum sufficient to 
form in thifty years with interest at four per Gent. per annum, 
a sinking fand for the repayment of the advances made by 
Ontario under this Act for the payment of the cost of the 
works.” The Act further provides that the Commission may 
relieve a municipal corporation “from payment of any sum on 
account of sinking fund accouat for the first five yearseeee 
the amounts required from such cerporation on Sinking fund 
account shall be payable during the then next ensuing thirty 
years." The basis for ascertaining the amount of the reserve 
for sinking fund each year is, for the bugenia System, the 
capital cost of the power development, transformer stations, 
trgnemission lines, ete., completed and in operation. 
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*he collection of sinking fund from the twenty~ 
three municipalities in the Bugenia System was deferred for 
a period of five years crea the tare on which they respectively 
fivet received electrical power. ‘The right to defer the 
period tor contributions “iA the Sinking Fund is given the 
Senni seies by the Power jametesien kok. | 
| Savtenbaen manicipalities had palin at October Slst, 
1921, been receiving electrical service for a full period of 
six years, therefore, the sinking fund requirement, amounting 
to $21,608.57 in respect of these municipalities, was deferred 
until such time as the six-year period, in each instance, had 
elapsed. The am ginking fund requirement for the 
year 1921, cL ( OF ‘tial assessment againet six munici~ 
palities and others taking power for a period of six years, 


is as follows: 


Six Municipalities ae $11,622.58 
Severn System 1,080.64 
Walkerton Quarry 463.52 


Potel sinking fund » 
provision at October : 
SL st, 1921 e ® s a a s : 13 Li 3 4, 


@he sinking fund reserve in respect of the Eugenia 
Rural Lines amounted to $144.71 as at October Slst, 1921, having 
Pane ants in by the municipalities of Markdale and Flesherton. 

: The gnestion as to the Sine when the building up of 
a viueiue fund should be begun Raseoin upon the special circum 
stances of ey oase. . In the case of the Nipigon, for instance, 


where a market has to be created, contribution to a sinking fund 
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might well be deferred for the full period authorized by 
statute, while in cases where & market for the full amount 
of power generated exists from the first, there might be 
no good reason for deferring. It seems, however, to have 
been the policy of the Commission to postpone in all cases 


contribution to the sinking fund for the full period of 


five years. 


_ the Power Commission Act authorises the Commissioa 
te establish a reserve for unforeseen expenditures for the 
purpose of reeks al losses or expenses not 
arising at ng of 0 ft and not wholly applicable to 
the period in which incurred. 

The follewing is a brief summary statement of the 
reserve for contingencies set apart in undqunkval the Eugenia 
System: | | ! | | 


Amounts included ae a part of the cost — 
of power delivered 


te Municipalities $3 4629.09 

to Severn Systexn pe 040577 
to Sundry Consumers $17.42 3 4,987.28 

Net Profit on sale of power to 
private companies | me ed 35271494 
Profit on sale of miscellaneous 
equipmeat, etc. 9,794.73 
Interest at 4 per centum per annum 2,411.30 
Rogether , ($20,465.25 
Deduct: Uxpenditures and charges to 


cover contingencies met with 8,585.67 


$12,079.58 
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Ur. Francis, in his report to us before referred 
to, states that, having in mind the heavy losses which might 
be laourres through catastrophe, he is of opinion that the 
reserve for contingencies should be augmented by increasing 
the annual allowance until the fund amounts to $25,000.00 to 
$30,000.00, when a readjustment might be made to meet con- 
ditions. The reduction made by thé Commission in December, 
1922, in the renewal reserve fund and the erediting of 
$14,000.00 of such reduction to the reserve fund for con- 
tingencies increases the latter fund approximately to the 


amount recommended to us by Ur. Francis. 


These are of two classes: 
(a) Power Accounta Receivable 
(6) Due by or to Municipal Gorporations on 
annual adjustment by the Commission of 
power costs for the years 
(a) The balances of pewer accounts receivable at 
October Slet, 1921, amounting to $46,559.57, represent unpaid 
balances in respect of interim power bills rendered to the 
municipalities. Investigation of these accounts on September 
20th, 1922, diane’ that on that date of the $46,559.37 due on 
October let, 1921, $5,735.43 still remained unpaid. 
| (bd) At the close of each fiseal year the interim 
power bills are adjusted to mest the total cost of power for 
the year. : 


On October Slst, 1921, there was a debit balance 
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amounting to $105,477.55 against twenty-two municipalities in 
the system, snare being only one municipality, namely Hanover, 
with a oredit balance, in the amount of $2,756.90. 

| | Whe Power Commi¢sion Aot. provides that the Gomnis~ 
sion may) during the first three years after any muniod pa lity 
shall ‘first begin to take power, extend the time for payment 
of the sume payable by any municipality. fone of the balanoess 
Que extend back to the first year of operation, but at the date, 
September 20th, 1928, at Aeaat | ten of the se ll dh manioi~- 
palities were. in default of payment of power charges ineurred 
subse quent to whe three-year period referred to above. 


tal "Eatlnated 2owex Loads sonni¥o. vith Actual Powe 
i M2) ae Se ghown in the rollowing tables 


Date Power 


ia Average Ret inated 
waatei- °°” > was |, Yearly. Load oad 
or’, Required 


pality Pirst Taken 


Dece 1916 102.0 152.9 129.8 150.0 


ether 4 . 
Ghat pw th” ‘Peo.’ “19LB > 28.9. Slal. pBBet, 75.0 
Chesley June 1916 76.8 25003 1648 400.0 
Dundalk °° Nowe: 29125... 6002. Naa 8425 250.0 
Durham Nove 1918 5962 220.2 104.6 126.0 
Blmwood  . Mareh 1918. .. 4568 5405 650.5 60.9 
Flesherton Nov. 1915 $83.3 58.61 4568 50.0 
Grand Valley Rees 1916 1.5 6209 68.1 Wo Hstimate 
Hanover Sept. 1916 2115.8 1040.7 © 488.4 | 400.9 
Holstein  . Aprib 1916 604 23.0 11.0 50.0 
Kineardine ‘Wareh 1921 92.5x 92.5% 92.5x 350.0 
Lucknow July 1921 12766m 127.6x 127.6x 100.0 
Markdale Feb. 1918 67.0 66.7 7602 150.29 
Mount Forest Nov. 1915 Lile? 185.6 139.4 40029 
Ovangeville June 1916 96.9 14261 127% 300.0 
Owen Sound Dees 1915 934.49 L391 o% 1087.9 120040 
Priceville Mareh 1921 6.6m 6.662 66x 25.0 
Ripley dan. 1921 48.0% 48 .Ox 43.0x 10020 
Shelburne gune 1916 Sei 183.6 138.7 800.20 
Gara Jane 1918 B6 02 4406 Ate 10020 
Teeswater Daas. 1920 69.4x 69.4m 69.4= 150.0 
Wingham Dee. 1920 329.6%  329.5x $29.5x Wo Setimate 


(x) ~ Municipalities in operation leas than a full year. 
Load stated on basis of period of operation. 
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Disregarding the municipalities in which 
loads were not estimated and municipalities which had 
not been in operation for a full year, the estimated 
loads exceeded the actual yearly average loads by 


approximately 46%. 


_ The following is a table of the estimates 
as submitted to the municipalities in the Eugenia 
System by the Cofalt (s}opJed compared with the actual 
costs of power supplied during the full year periods of 
operation. The figures of the yearly actual cost per 
horsepower and those of percentage of actual cost 
over estimated cost appearing in this table were deduced 
after examination of the accounts of the Commission ¢o 
Oetober Slst, 1921, and are subject to revision because 
of the retroactive reduction made in December, i922, in 


the renewal reserve: 
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Municipality 


Arthur 
Chatsworth 
Chesley 
Duadalk 
Durhan 
Bimweoed 
Plesherton 


Grand Valley. 


Hanover 
Holstein 


Kineardine 


Lucknow. 
Markdale 
Yount Forest 
Neustadt 
Orangeville 
Owen Sound 
Priceville. 
Ripley 
Shelburne 
Tara 
Teeswater 
Wingham 
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Yearly 


; 30.15. 


20.03 40.49 
115.7lx 115.71z 
104.16x 104.16z 

27694 43.86 

91.295 107.25 
642.60z 64.60x 


Yearly 
Minimum Maximum 
&etual . Actual 
Gost Cost 
per H.P. per HeP. 
$52.82 § 86.37 
$1253 61.231 
39.97 74.35 
25026. 47.67. 
26.77 46.78 
28.92 68.61 
41.35 76 226 
26 »46 43.32 
72.228 185.06 


114.43x 114,43x 
100.052 100.05z 


Yearly 
Average 
Actual 
Cost 


Betimated 
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Per Cent.of 
Cost Actual Cost 
Prepared over 
by Hydro Estimated 


i "Eat per #.P. Commission Cost 
ROR ener 


% 69.56 
44.39 
49.210 
36450 
59.92 
49.07 
40.12 
68.08 
35.35 

114.43 
100.05x 
29.69 
60.09 
67.31 
51.82 
31.28 
115.71x 
104.16 
39.82 
100. 36 
69.46x 


64.60z . 


$ 45.00 


40.57 


33.97 


86.07 


25.28 
47.50 
33.90 
43250 
44.00 
60.00 
23.24 
34251 
43.00 
535 «42 
$3.09 
40.00 
$9.19 
36.37 
5.00 
56.06 


x ~ Municipalities in operation less than a full 
Rates per horsepower stated on annual basis. 


It will be noted from the foregoing table that the 


yearly average actual cost has exceeded the estimated cost in 


all of the municipalities except one. 


Disregarding the muzici- 


palities that have not been in operation for a full year, this 


excess ranged from 14 to 187% above the estimated cost as sub- 


mitted by the Commission and on the strength of which agreements 
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to take power were secured. It is not surprising that the 
large excess of costs over estimates was made the main 
subject of complaint by representatives of the municipalities, 
dealt with later on in this Report. In the case of but nine 
of the twenty-three municipalities wes the yearly minimum 
actual cost less than the estimated cost. 

During the years 1916 to 1921, inclusive, the total 
actual cost of power as determined by the Commission exceeded 
by $62,344.00 the total monthly interim power aescounts rendered 
to the municipalities for these years. ‘The items comprising 
this amount of $62,544.00 were debited to the municipalities 
in the veventetarlie which they applied and constitute 
the adjusting accounts or “Thirteenth Bills” rendered to the 


municipalities after the end of each of these fiscal years. 


By the bake ot power to the Severs System the 

Bugenia Srehen made a profit during 1918 of $9,299.00, and 
in 1919 a profit of $1,691.00, This operation during 1920 
Was carried on at a loss amounting to $8,782.00 for that 
yeare During 1921 a small profit of #28.00 was MAAS o 

| ‘The effect of one system of the Commission re~ 
ceiving a profit from power delivered to another systeu 
would appear to be that the receiving system in such case 


pays more than the actual cost of the power received, and 


the system which delivers the power has its cost of power 
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reduced by the amount of the profit made by the sale. This 
is contrary to the basic principle of the Power Commission 
Act, namely, that power shall de delivered to each munici- 


pality at the actual cost thereof to the Commission. 


. Extensions in connection with transmission of 
power in the System estimated to cost about $260,000.00 
for 1922 and 1925, were said to have been undertaken or to 
be contemplated by the Commission, in this being included 
an allowance for the conversion of power from the Niagara 
System at 256 eyhes(s) d2ny’ use on the Bugenia System at 
60 cycles, and for a lerge exteasion of rural lines, it 
is understood also that expenditures of estimated amounts 
af $50,000.00 for general improvements and of $169,000.00 
for a second pipe line, surge tank and penstock were con- 
templated for 1923. 

Our Auditors advise that the items detailed above 
in the total amount of $479,000.00 were appropriated under 
votes 113 and 115, but that during the period from October 
31, 1921 to March 31, 1925, net capital expenditures amounted 
te only $15,035.89. We anderstand, howeger, that tenders are 
now being taken for the eonustrugtion of the second pipe line 


which will be undertaken this year. 
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future Sources of Power for the System 
Power beyond the present capacity of the Eugenia 

Vallis development is, or will soon be, required for the 
Systen. The undeveloped power sites in the district are 
Gapable of producing but & small amount of power and could 
only be utilized as reserve sources of supply for local 
purposes. 

| 9 meet present and Severe requirements it would 
seem that recourse must be had either to Niagara or French 
River and serious cousideration should be given to the 
relative advantages and expense of obtaining 4 supply of 
power from one ba al i, a these rivers. To ebtain 2a 
supply of power from the Niagara System necessitates the 
sinntensdten northwards of several short tie lines and 
eastwards of others from points where northerly branches 
of the Niagara System approach the southerly ends of the 
Severn and Wasde11"s Systems, and also implies the in- 
stallation of frequency changing epparatus to convert from 
25 cycles to 60 cycles. To use power shes the French 
River for the Muskoka System, the Severn, Wasdell‘ts and 
Gugenia Systems, and possibly for the Nipissing Section 
and the northerly portion of the Trent Section of the 
Central Ontario System, long transmission Lines vould be 
required, but on $he esher and, the sonpl tant ion of 
frequency changess would be avoided. If Niagara power be 


used for the district served by the Eugenia Development, it 
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night prove expedient to remove @ number of municipalities 
now in the Bugenia System from that syste and add them to 
the Wiagara System with a re-apportionment of capital 
costs. On the other hand, if power be transmitted from 
French River an apportionment of the cost of this power 


should be made amongst the systems to which it is delivered. 


l. Eugenia Hydro-Electric Association. 


Om the 15th May, 1922, representatives from various 


wasiolpaiitias in the Eugenia System met at Durham and forned 
whet is known ag mig Hydro-EKlectric Assegiation with 
the avowed object of seouring investigation and adjustment 

ef any grounds of complaint with the Commission. 

At a meeting of the Executive Committce of the 
Association held at Owen Sound on September 19th, 1922, it 
was decided to forward to us a request for a hearing at 
which the views of the Association upoa a number of subjects 
relating to the administration of the Bugenia System might 
be submitted... ; | 

A hearing was arranged for and held on September 
26th and 27th, 1922, at which a large number of representa~ 
tives from ‘ink xuniphonhd Lind .Ambaneubad tain sarees ae and gave 
testimony. The general attitude of the Association vas 
indicated by Dr. Hacking, who submitted a List of estimated 
and actual aosts of power in the various municipalities and 


dealt more specifically with the case of the Town of Tara, 


().. 
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and who, towards the conclusion of his evidence, stated: 


"I wish to make it clear to you, gentlemen, 
that at our organization meeting ix Durham 

in May last when about 75 representatives of 
25 municipalities were present, every man 
voiced exactly the same complaint, and their 
dissatisfaction ran along the lines that I 
have taken up, that is, that the first costs, 
as estimated, have been greatly exceeded, and 
that the distribution system cosets are 
doubled. * 


As will be seen from the table on page 17 of 
this Report there was a great disparity between the estimated 
amd actual gost of pewer in the case of Tara, regarding which 
Dr. Hacking in his testimony commented as follows: 


"The Hydro-EBlectric engineers came inte that 


seal bay in Mey Ahoy ee and they told them that 
the ldlbe $37 per horsepower. Those 


engizeers came in there in an advisory capacity 
to us, they vere supposed to know. Ye did aot, 
and we accepted their advice as to power needed, 
and, in addition, we were to1d that what we aid 
not use we would not be asked to pay for. We 
contracted for 100 h.pe, but the municipal ity 
didn’t know whether they would need 100 horse-~- 
power or 500 horsepower, They trusted to the 
Hydro engineers to put them on the right track 
and, a8 I eay, they gave them a rate of ¥57. 
per horsepower.....The loed increased but so 
did the rate and still we could not keep up. 
The 100 horsepower has nothing to do with it 
begause...-charges are computed according to 
amount of power taken. On their power bills 
their thirteenth bill showed a difference of 
$1,400. We are paying $90 per horsepower 
teday. We are not paying any Sinking fund 
either. eee 
"If these engineers when they came into 
fara had told us that it would cost as much as 
it has done, thet we would have to pay in- 
terest and debenture charges on practically 
$60,000 to get cslectric power into Tara, we 
Would never have taken it, but they told us 
thet the distribution system would cost $7,500 
and that the rate would be $37 per horse-~ 
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power. They further stated from the piatforn, 
"Gentlemen, if you do not use the 100 horse- 
power you do not have to pay for it.** 


Dr. Hacking also Stated that the ancertainty as 


to what the rates are going to be makes it impossible for 


him as chairman of the liecal commission to negotiate with 


a prospective manufacturer who may wish to locate in his 


town. 


He also submitted a letter from the Chief Engineer 


of the Gommission, Gated May lith, 1916, giving en estimated 


cost of power to Tara of $356.57 per horsepower per annum. A 


paragraph of this letter reads es follows: 


"Fo g nfokmation we also wish to state 
that these rates are approximate ang can be 
used by yon in cennection with the securing of 
contracts. They have not yet been passed 
officially by the Board as it is impossible 
for this to be done until arrangements are 
finally completed for service to your munici- 
pality, but in all probability there wili be 
no change and they can be used for estimating 
purpeses without fear of any change or increase 
that will affect the customers* bilis to any 
great extent.” 


Mr. John Taylor, a representative from Hanover, 


stated that: 


*In 19260 we got a thirteenth power bill 
that...we..8truck consternation among the users 
of the Rugenia Systen.* 


Ure A. Filschie, Mount Forest, stated: 


"hey have increased our rates from $34.51 
to, $45, and they increased it from $45 to 365, 
with a deficit now at the present time of 
$17,000 in round figures, that they are still 
holding over our municipality..... 

"Phere is a big misunderstanding. Instead of 
paying ¢34 we are now paying $65. We were also 
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distinctly told that we would be better to 
have a plant capable of carrying 400 hep. 

and if we didn’t want 400 hap. we would only pay 
for what we actually used..s. 

"Some of the engineers were at Durham, and 
when they were asked anything the reply was, 
‘Well, we were only estimating.' They all 
got out from under. Ur. James distinetly 
stated from the platform in Hount Forest, in 1914, 
after their engineers had estimated and 
taken into consideration all the factsp that 
$34.51 was the outside price it could 
possibly be, and possibly it would be less.” 


Or. Campbell, Orangeville, also made a statement 


from which the following is extracted: 


"Like those other municipalities we have a 
grievance, or a fancied grievance, at least, 
in the fact that the rates quoted to us, the 


estimated rate ve been very greatly in- 
ereasdé. : ‘yea ia, in 1915, I think 
it was; at-a “raté of $35 which has been in- 


creased until it is now $68....We are probably 
more affected in that we are very close to a 
number of municipalities of similar size, 
situated on the Ghippawa, or at least the 
Niagara System, who are enjeying a much more 
favorable rate. It handicaps our tewn very 
seriously, insofar as getting facteries to 
locate there is concerned, and in faet for 
that matter, people who come there to reside. 
They are getting a much more favorable rate 
for domestic service in those other towns, and, 
in some eases, we are losing them, and we 
certainly cannot compete with them insofar 

a3 factory power is concerned." 


dre W. Galder, Durham, stated as follows: 


“The statements that were made by the Hydre 
officials at that time to the town of Durham 
were these: We believe we can supply you with 
power at the rate of $31 per horsepower, and, 
later on, if you take on your cement plant and 
take a thousand more from us, because we are 
anxious to sell our power, we will reduce our 
rates to 25. These were the conditions brought 
ap to us in 1914. ‘Then we set out, under those 
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sonditions, to pass our by-law and 
debentures to establish Hydro power in Durham. 


“As has been stated by the gentleman from 
fere, we asked these engineers to be very 
exact in their statements. We, in our town, 
pessed our statements on to our people. We 
éesired to have satisfactory and direct in~ 
formation that we could depend on, and we said, 
new teil wus the very worst that can occur in 
thia matter rather than something you may 
imagine will oceur, and the statements issued 
from the platforr at various times in our town 
were those, you will own a plant at Bugenia 
and receive cheaper power from us than by 
developing your own power.” 


Mr. Galder also referred to the cost of the local 
distributing ayehen overrunning the estimate by ¢7,000. 
the complaints of the reprosentetives of this 


Association work ghohtora before us by eugineers of the 
Commission, and the Chief Engineer on March 7th, 1923, sub- 
mitted to Mesers. Price, Waterhouse & Go., our Accountants, 
a detailed memorandun of the reasons for variation in power 
costs in the Zugenia System. From this memorandum the 
following pertinent extracts-are taken: 


&. “The rates decreased from 1916 to 1918 and during 
the latter year almest all of the municipalities 
with a few exceptions were recelving power at a 
@08t less than the original estimated cost. From 
1918 to 1920 eosts increased, whereas since 1920 
eosts have been steadily deeressing again." 


Be “Tt should be borne in mind that the Eugenie 
System was placed in a very unfortunate position 
due to war conditions. In 1918 the plant was 
leaded, a considerable portion of the output be ing 
sola to the Severn System and used largely for 
munition purposes, and ae all efforts were scon~ 
centrated on munition production and in winning 
the war,during 1918 it was decided to increase 
the plant capacity at Suagenia 20 as to have power 
available to keep up with the demand of power for 
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munition production. It was alse figured 
that the demand for power in the Bruce County 
District and the gradual increase in ioad in 
the Bugeniea municipalities would be such that 
there would still be a demand for power equal 
$o the increased capacity of the plant after 
the munition lead dropped off." 


"2919 and 1920 were unfavorable years on the 
Sugenia System, due to the falling off of | 
munition loads and to industrial depression. 
The loss of such loads in Collingwood as the 
closing down of the Collingwood Shipbuilding 
Company, and the loss by fire of the Imperial 
Steel & Wire Company, reduced the demends on 
the Severn System by 1000 hep. thus eurtailing 

the market for power in the Severn System from 
the Eugenie System. Yurthermore, in 1920 the 
Bugenia System lost the load of the National 
Portland Cement Company, of Durham, which 
company went into liquidation.* 


Gs view Goniles’ teva Yack 1919 the sale of power to 


the Severn System was not only carrying the 
Operating and fixed charges on the tie line 
between Severnand Zugenia Systems but was alse 
earrying « large portion of Bugenia generating 
station capital as well as creating a net revenge 
over and above cost, which was distributed among 
all the municipalities." 


“tn 1920 the Sugenia System had to oarry the 
tie line without revenne from the Severn System, 
and at the same time a share of the capital of 
the generating station, previously carried by the 
Severn System on account of sale of power to 
the latter, hed to be carried by the et 
municipalities.” 


"Thus, the Bugenia System in 1920 was con- 
fronted with the loss of the Severn System and 
“Gompanies’ load, the revenue from which in 1919 

Was over $47,000.00, and at the same time the 
Bugenia municipalities had to bear a larger 
portion of the capital of the generating station 
Originally carried by the Severn a, 


Be An industrial slump auch as occurred after 
the clese of the war, in which there is a general 
falling off of loads throughout a district, means 
that eosts will increase until industrial con=- 
ditions become stabilized." 
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BE. *fhe eteady inerease in the rates paid for 
labor as well as the extra cost of material, 
increased very largd y the operation and 
maintenance costs to all municipalities, both 
as far as plant and lines were concerned.” 


In the foregoing statement, the assertion that during 
1918, “almost all of the municipalities with a few exceptions 
were receiving power at a cost less then the original estimated 
gost* is correct if the retroactive effect of the reduction in 
the charge for Renewal Reserves be taken into consideration. 
If the reduction be not considered, only nine out of the then 
seventeen municipalities were receiving power in 1918 at a 
cost less than the original estimate, and it is improbable 
that at the vineG phd tras were made the Commission was 
in a position to know that the renewal rates were higher than 
is now considered necessary. 

In all dealings between the municipalities and the 
Commission there should be a free and frank @ieclosure by 
the Gommission of inereases in costs due to changes that may 
have been made after the submission of the estimates, so 
that the municipalities may have an opportunity to decide 
whether or not, im view of the additional cost which they 
would have to pay, they will or will net take power. 

-Gomplaint was made, by some of the representatives 
who appeared before us, in regard to oonstruction and mainte~- 
nance costs. Mr. John Legate, Chairman of the Owen Sound 
Hydro-Blectric Commission, in the course of his evidence 
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*..eewe think that we could take care of the 
plant very much cheaper than is being done at 
the present time, and that we would save a 

good deal of money. 

Q- “What is being paid now? 

A - "I think last year it was about 388,000 
it cost. Take for instance putting up pole 
lines. I believe that our superintendent, or 
hie gang, will put up the power lines for 
possibly 50 or 60 per cent. at least of what 
the Hydro construct them. 

GQ - "What makes the difference? 

A - “Just because they know how to work at 

it, and they are interested. We are putting 
the money up ourselves for these things, and 
we have control, and we have a good engineer 


that is right on the job and knows what a day's 
work ige.«..He knows how to dig a post hole, 

and knows how long it should take, and thet is 
the reason we have been making so much money 


at Owen Soynd, beoguse we have & good man 

there Gea) Pasycen ming 

Mr. Legate's estimate of the saving that might be 
effected if the work of erecting transmission lines were 
done under the supervision of local engineers Was vigorously 
disputed by the representatives of the Commission, and 
we did not go into the matter at sufficient length to 
justify us in making any findings on the particular questions 
eat issue. In the construction of transmission lines there 
shoulda always be full and cordial co-operation between the 
Gommission and the several municipal corporations interested. 
In enses where the Commission finds that the work of 
constructing transmission lines can be done efficiently and 
economically by local engineers and their gangs, it would 
seem to be a wise policy to let them do the work under the 


direction of the Gommission. if this were dune she munici~ 
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palities would have no ground for complaints as to costs, 
such as were made before us, and it would soon be known 


whether or not the statements made by Ur. Legate were well 


founded. 


Perties who owned the original power site at 
Buge nia Falls and who had done a considerable amount of develop- 
ment work there, appeared before us and complained that they 
had been treated unfairly by the Commission. They stated 
that their understauding was that the Commission would not 
submit to arbitration the question as to what the Commission 
ghould pay for sola in li sil that they were, therefore, 
placed in the position of having to accept the Commission's 
offer of $60,000 or making no sale. They further stated 
that the Gommission took the position that if the owners did 
not take the price offered the Gommission would bring power in 
from the Niagara System and supply this power throughout the 
district that the Bugenie development would serve. ‘his, 
they said, would have made their property practically ve lue~ 
less and they accepted the offer rather than lose practically 
all. ‘They aesneul eonfidence that if there had been an 
arbitration they would have received a considerably higher price 
for their property. *he Chairman of the aydro~Lleetric Power 
Commission, and members of the ataff, in reply stated that Sher 
had offered what they pelieved to be @ fair price for the pro- 
perty and that they were not under any conditions prepared to 


give more. 
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This sale was closed some seven or eight years 
ago, and we considered that in any event we were not warranted 
in going into the differences between the Commission and the 
| vendors, It would have involved a lengthy investigation and 
| the ealling of a number of witnesses as to values. We make 
no findings in the matter. We propose in our general report 
to outline the policy that in our opinion should be followed by 
the Commission where it enters fields already occupied by 


private power undertakings. 


With respect Pp 
by Mr. ds MY > 


it may be pointed out that the company has the right to 


the Glaim for damages sdvanced 


ting the Cataract Power Company, 


apply for arbitration proceedings in respect of this claim. 
Mr. Deagle has stated that he has requested a fiat from the 


Attorney~General to sue the Commission, but that this, while 


not refused, has not been granted. 


Power has been supplied to the Town of Meaford for 
many years past by the Georgian Say Milling & Power Company. 
he electors by their votes, in January, 1922, approved the 
making of a contract with the Commission. ‘here is no doubt, 
as stated. befere us, that the effect of this will be to take 
away the customers of the Georgian bay Milling & Power Company 
end be most ruinmeus to it. Whether or not local conditions 


are such as to make it desirable that power should be brought 
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in from Bugenia, the people of Meaford are best able to 
judge. if an agreement batween the, town and the Georgian Bay 
Milling & Power Gompeny, fair and, satisfactory to both 
parties, can be arranged, it would seem desirable that such 
an agreement sheuld be made. 

.. #rem the evidence given before us it appears . 
Slear that the proposal that Meaford take Hydro-Blectric © 
power came, not from the Commission, but from the people of 
Meaford thesselves and that no pressure was brought to bear 
by the Commission on the people of Meaford to induce them 


to take power from it. | 


; In view of a obtaining with respect 
ale 
| to this matter, tao wtAdd tdken by Mr. G. 7, Glarkson, 


trustee for the insolvent company, seems to be fair and 


| fT, reasonable. Mr. Glarkson suggests that the execution of the 
contract with the town for Hydro-~“lectric power be delayed, 
in order that some compromise may possibly be reached, which 
will be fair to both parties. 

In conclusion we desire to draw attention to the 
fact that the contracts entered into by municipal corporations 
in the Eugenia System,with the Commission,for a supply of power, 
were made in accordance with the provisions of Section 18(7) 
ef the Power Commission 4e¢ which authorized the Council of a 
municipal corporation, the electors of which have voted in 
favor of a supply of elestric power from the Sommission in 
accordance with the provisions of the Municipal set, to 


“enter inte a contract with the Commission in such form as 
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may be approved by the Lieutenant-Governor in Gouncil without 
submitting a by-law approving the same for the assent of the 
electors as provided by subsection (5)." Subsection (5) re=- 
quires approval of a provisional contract and a by~law, and 
that “the estimates of the Gommiscion or a summary thereof 
and a copy of the provisional contract shall be published 
with or form part of the by-law.” Procedure under subsection 


(7) obviates the necessity of informing the electors generally 


of the estimated cost of power it is proposed to supply to 
their municipalities, as there would be if proceedings were 


taken under preceding subsections of Section 186. 


We consider 1 Dy ane before any vote of the 
electors is ‘au toh) he Bstimates or a summary thereof be 


published. 


All of which is respectfully submitted. 
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